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COMMODITY  FUTURES  TRADING  COMMISSION 

agency:  Commodity  Futures  Trading  Commission. 

ACTION:  Final  Consumer  Program. 

EFFECTJVE  DATE:  July  9, 1980. 

ADDRESS:  2033  K  Street,  N.W.,  Washington.  D.C.  20581. 

FOR  FURTHER  INFORMATION  CONTACT:  Barbara  Lucas.  202/ 
254-7574. 

SUPPLEMENTARY  INFORMATION:  The  Commodity  Futures 
Trading  Commission  (CFTC),  an  independent  regulatory 
agency,  was  established  by  Congress  in  1974.  It  is 
responsible,  among  other  ^ings,  for  regulating  futures 
trading  and  the  activities  of  commodity  exchanges,  futures 
commission  merchants,  futures  industry  salespeople, 
commodity  trading  advisors  and  commodity  pool  operators. 

In  accordance  with  the  objectives  contained  in  the 
Commodity  Exchange  Act  as  amended,  the  Commission’s 
regulatory  and  enforcement  programs  are  designed  to 
prevent  market  distortions  and  manipulation;  insure  fair 
trade  practices;  protect  the  financial  integrity  of  the 
marketplace;  and  assure  the  rights  of  customers  while 
providing  a  forum  for  redress  of  their  legitimate  grievances. 
The  Commission’s  activities  have  a  direct  impact  on 
members  of  the  public  who  buy  and  sell  futures  contracts, 
and  farmers  and  other  producers  of  commodities  which  are 
trading  in  the  futures  markets.  The  Commission’s  actions 
also  indirectly  affect  consumers  of  goods  whose  prices  may 
be  influenced  by  prices  in  the  futures  markets.  The 
Commission  is  required  by  statute  to  consider  the  public 
interest  prior  to  taking  certain  regulatory  actions. 

Consistent  with  its  public  responsibilities  and  in  voluntary 
compliance  with  the  spirit  of  Executive  Order  12160,  on 
December  10, 1979,  the  Commission  published  for  comment  a 
draft  Consumer  Program.  44  FR  71282.  This  program  was 
described  in  a  press  release  issued  on  that  date  and 
distributed  by  mail  to  about  1.000  persons  on  the 
Commission’s  mailing  list.  Special  efforts  were  also  made  to 
disseminate  copies  of  the  draft  program  to  farmer  and 
producer  groups,  in  order  to  obtain  their  input.  The  draft 
program  designated  two  senior  level  officials  reporting 
directly  to  the  Chairman  to  coordinate  and  oversee  the 
Commission’s  consumer  activities.  It  also  outlined  the 
Commission’s  effort  to  obtain  consumer  participation  in  the 
development  and  review  of  rules,  policies  and  programs,  and 
described  the  Commission’s  informational  services  and 
materials.  Additionally,  the  draft  contained  a  discussion  of 
the  Commission’s  complaint  handling  system. 

In  response  to  publication  of  the  draft  consumer  program, 
the  Commission  received  eight  comment  letters,  six  of  which 
were  directed  to  all  agencies  and  departments  and  discussed 
consumer  programs  generally,  and  only  two  of  which 
referred  specifically  to  the  Commission’s  draft  program.  Of 
the  six  general  letters,  five  were  submitted  by  public  interest 
or  consumer  organizations.  These  organizations  unanimously 
advocated  agency  funding  of  consumer  participation  in  the 
regulatory  process.  Several  also  supported  the  establishment 
of  independent  advocacy  offices  within  each  department  and 
agency,  the  provision  of  technical  assistance  to  consumers 
wishing  to  participate,  dissemination  of  meaningful 
information  about  agency  policies-  and  procedures,  prompt 
complaint  handling,  thorough  training  of  consumer  affairs 
staff,  and  more  consumer  representation  on  advisory 
committees.  The  sixth  general  comment,  submitted  by  a 
trade  association  of  newspaper  publishers,  recommended 
publishing  notices  in  newspapers  whenever  consumer 
interest  or  participation  is  sought. 


Of  the  two  comment  letters  addressed  specifically  to  the 
Commission’s  draft  consumer  program,  both  were  submitted 
by  commodity  exchanges  regulated  by  the  Commission.  One 
exchange  suggested  that  the  Commission  demonstrate  its 
appreciation  to  people  who  have  cooperated  with  it  by 
testifying  in  enforcement  proceedings  by  assisting  them  in 
redressing  their  grievances  through  the  Commission’s 
reparations  system.  The  other  exchange  took  the  position 
that,  in  areas  within  its  self-regulatory  jurisdiction,  adequate 
consumer  protection  already  exists  and  that  a  Commission 
consumer  program*should  be  directed  only  toward  areas 
over  which  exchanges  have  no  authority.  Neither  letter 
specifically  addressed  any  of  the  items  included  in  the 
Commission’s  draft  program. 

Based  on  staff  analysis  of  the  comments  received, 
discussions  with  representatives  of  the  Consumer  Affairs 
Council,  and  review  of  Executive  Order  No.  12160,  the 
following  consumer  program  has  been  adopted  by  the 
Commicsion. 

I.  CONSUMER  AFFAIRS  PERSPECTIVE 

As  the  Commission  indicated  in  its  draft  consumer 
program,  it  believes  there  is  merit  to  the  suggestion 
contained  in  Executive  Order  12160  that  agencies  have 
identiBable,  accessible  personnel,  with  responsibility  for 
coordination  and  oversight  of  the  agency’s  consumer 
activities.  Although  the  agency  is  too  small  and  its  resources 
are  too  limited  to  warrant  the  establishment  of  a  separate 
full-time  Office  of  Consumer  Affairs,  two  senior  level 
officials,  reporting  directly  to  the  Chairman,  have  been 
designated  to  perform  these  functions  in  addition  to  their 
other  duties.  Randell  Moore,  Director  of  the  Office  of  Public 
Information,  is  responsible  for  coordination  of  contact  with 
and  dissemination  of  information  to  consumers.  Barbara 
Lucas,  Director  of  Policy  Review,  is  responsible  for 
considering  the  impact  on  consumers  of  the  Commission’s 
rules  and  programs,  throughout  their  development. 

II.  CONSUMER  PARTICIPATION  IN  DEVELOPMENT  AND 
REVIEW  OF  RULES.  POLICIES  AND  PROGRAMS 

As  described  in  the  Commission’s  draft  consumer 
program,  despite  the  use  of  a  number  of  outreach  techniques, 
the  Commission  traditionally  has  not  attracted  extensive 
consumer  participation  in  the  development  and  review  of  its 
rules,  practices  and  programs.  In  part  this  is  believed  to  be 
due  to  the  complexities  of  futures  markets  and  the  regulatory 
issues  they  raise,  as  well  as  the  relative  lack  of  familiarity  of 
many  persons  with  these  markets.  In  order  to  raise  the  level 
of  public  participation  in  Commission  proceedings,  Charles 
Conrad,  a  member  of  the  staff  of  the  Commission’s  Divison 
of  Economics  and  Education,  has  recently  been  appointed 
liaison  with  farm  and  producer  groups.  Mr.  Conrad  (202/254- 
7446)  works  directly  with  farm  groups  in  order  to  establish  a 
better  understanding  of  the  needs  of  farmers  with  respect  to 
the  regulation  of  futures  trading.  The  views  of  producer 
groups  are  solicited  concerning  newly  proposed  futures 
contracts  and  proposed  amendments  to  the  contracts  which 
are  already  being  traded.  Mr.  Conrad  and  his  staff  prepare 
and  disseminate  educational  materials,  write  articles  for 
various  journals,  attend  meetings  of  producer  groups  and 
hold  seminars  to  acquaint  the  public  with  the  Commission’s 
activities.  Mr.  Conrad’s  office  also  provides  assistance  to 
members  of  the  public  who  wish  to  obtain  information  about 
the  procedures  which  must  be  followed  by  persons  wishing 
to  participate  in  Commission  proceedings. 

III.  Informational  Materials 

As  noted  in  the  Commission’s  draft  report  program,  in 
addition  to  the  educational  materials  available  from  Mr. 
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Conrad’s  ofTice,  which  are  described  above,  the  Ofhce  of 
Public  Information  prepares  and  disseminates  a  wide  variety 
of  informational  materials.  Each  year,  more  than  600  press 
releases  and  advisories  are  distributed  free  of  charge  to 
everyone  on  the  Commission's  general  mailing  list.  Several 
informational  publications  are  also  available  on  request,  and 
new  publications  are  being  prepared.  Information  concerning 
these  materials  can  be  obtained  from  the  Office  of  Public 
Information  (202/254-8630). 

Another  means  of  providing  information  to  the  public  is 
the  Commission’s  Consumer  Hotline.  Members  of  the  public 
are  encouraged  to  call  the  hotline,  toll  &ee  (800/424-9839 
from  the  Continental  United  States,  800/424-9707  from 
Alaska  and  Hawaii,  and  254-7837  from  Washington,  D.C.)  or 
the  Complaints  Section  at  202/254-3814  for  information 
about  companies  selling  commodity  futures  and  to  make 
complaints  about  possible  violations  of  law.  Subsequent  to 
publication  of  the  draft  program,  responsibility  for  operating 
the  hotline  was  placed  in  a  newly  created  Complaints 
Section  which  is  discussed  below. 

IV.  COMPLAINT  HANDLING 

In  its  draft  program  the  Commission  described  the 
reparations  system  it  administers  for  the  beneHt  of 
customers  and  commodity  professionals  and  indicated  that  it 
would  soon  consider  possible  means  of  streamlining  and 
expediting  its  reparations  and  complaint  handling  systems. 
Since  publication  of  the  draft  program  the  Commission  has 
taken  several  signibcant  steps  to  improve  these  systems. 

First  the  Commission  has  established  a  Complaints 
Section  (202/254-3814)  which  is  the  initial  agency  contact 
point  for  customer  complaints  and  which  also  administers 
the  reparations  systems  and  consumer  hotline.  The 
Complaints  Section  obtains  brief  preliminary  factual 
information  from  complainants,  either  orally  or  in  writing, 
and  mails  extensive  questionnaires  to  customers  who  have 
already  provided  preliminary  information.  Persons  who 
believe  that  they  have  been  aggrieved  by  violations  of  the 
Commodity  Exchange  Act  and  who  indicate  that  they  are 
interested  in  filing  a  reparations  complaint  are  also  provided 
a  package  of  explanatory  materials. 

Next,  the  questionnaires  are  reviewed  by  the  newly 
.created  Customer  Protection  Section  of  the  Division  of 
Enforcement.  That  unit  is  responsible  for  combatting 
cheating,  fraud  and  other  abusive  practices  in  connection 
with  the  sale  of  commodity  futures,  options  and  other  illegal 
off-exchange  instruments,  and  protecting  customers  from 
illegal  and  unethical  practices.  A  newly  developed  system 
for  filing  these  complaints  enables  the  Division  of 
Enforcement  to  identify  firms  and  types  of  transactions 
which  are  causing  enforcement  problems.  This  information  is 
used  by  the  division  in  developing  enforcement  programs 
and  determining  how  best  to  use  its  limited  resources. 

Finally,  the  Commission  has  reorganized  its  reparations 
system  in  an  effort  to  reduce  existing  backlogs  and  more 
fully  achieve  the  statutory  goal  of  providing  a  quick  and 
inexpensive  means  of  dispute  resolution  which  members  of 
the  public  can  use  as  an  alternative  to  exchange  arbitration 
or  time-consuming  and  costly  litigation.  Establishment  and 
operation  of  the  reparations  program  has  been  assigned  to 
the  new  Complaints  Section;  additional  staffing  has  been 
authorized;  and  new  procedures,  designed  to  expedite  the 
process,  have  been  adopted. 

V.  Conclusion 

’The  Commission  wishes  to  reiterate  its  support  for  the 
principles  embodied  in  Executive  Order  12160.  The  consumer 
program  described  above  is  intended  to  comply  with  the 


spirit  of  that  Order  in  a  manner  consistent  with  the  size, 
structure  and  status  as  an  independent  agency. 


Issued  in  Washington,  D.C.  on  May  30, 1980  by  the  Commission. 


fane  K.  Stuckey, 

Secretary  of  the  Commission. 

(FR  Doc.  80-17040  Filed  6-00-80;  8;4S  am] 
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